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Securities Exchange Act of 1934 (15
U.S.C. 78c(a)(42)(A)–(C)).

[52 FR 27957, July 24, 1987, as amended at 55
FR 6604, Feb. 26, 1990]

§ 450.3 Exemption for holdings subject
to fiduciary standards.

(a) The Secretary has determined
that the rules and standards of the
Comptroller of the Currency, the Board
of Governors of the Federal Reserve
System and the Federal Deposit Insur-
ance Corporation governing the hold-
ing of government securities in a fidu-
ciary capacity by depository institu-
tions subject thereto are adequate. Ac-
cordingly, such depository institutions
are exempt from this part with respect
to their holdings of government securi-
ties in a fiduciary capacity and their
holdings of government securities in a
custodial capacity provided that (1)
such institution has adopted policies
and procedures that would apply to
such custodial holdings all the require-
ments imposed by its appropriate regu-
latory agency that are applicable to
government securities held in a fidu-
ciary capacity, and (2) such custodial
holdings are subject to examination by
the appropriate regulatory agency for
compliance with such fiduciary re-
quirements.

(b) The Secretary expects that each
appropriate regulatory agency will no-
tify the Department if it materially re-
vises its rules and standards governing
the holding of government securities in
a fiduciary capacity.

§ 450.4 Custodial holdings of govern-
ment securities.

Depository institutions that are sub-
ject to this part shall observe the fol-
lowing requirements with respect to
their holdings of government securities
for customer accounts:

(a)(1) Except as otherwise provided in
this section, a depository institution
shall maintain possession or control of
all government securities held for the
account of customers by segregating
such securities from the assets of the
depository institution and keeping
them free of any lien, charge or claim
of any third party granted or created
by such depository institution.

(2)(i) Where customer securities are
maintained by a depository institution

at another depository institution, in-
cluding but not limited to a cor-
respondent bank or a trust company
(‘‘custodian institution’’), the deposi-
tory institution shall be in compliance
with paragraph (a)(1) of this section if:

(A) The depository institution noti-
fies the custodian institution that such
securities are customer securities;

(B) The custodian institution main-
tains such securities in an account
that is designated for customers of the
depository institution and that does
not contain proprietary securities of
the depository institution; and

(C) The depository institution in-
structs the custodian institution to
maintain such securities free of any
lien, charge, or claim of any kind in
favor of such custodian institution or
any persons claiming through it.

(ii) To the extent that a custodian in-
stitution holds securities that have
been identified as customer securities
by a depository institution in accord-
ance with paragraph (a)(2)(i) of this
section, the custodian institution shall
treat such securities as customer secu-
rities separate from any other securi-
ties held for the account of the deposi-
tory institution.

(3)(i) Where securities that a deposi-
tory institution is required, pursuant
to this part 450, to keep free of all
liens, charges, or other claims (‘‘cus-
tomer securities’’) are maintained by a
depository institution at a Federal Re-
serve Bank, the depository institution
shall be in compliance with paragraph
(a)(1) of this section if any lien, charge
or other claim of such Federal Reserve
Bank or any person claiming through
it against securities of the depository
institution expressly excludes cus-
tomer securities.

(ii) Notwithstanding paragraph
(a)(3)(i) of this section, a depository in-
stitution described in that paragraph
shall be in compliance with paragraph
(a)(1) of this section if a Federal Re-
serve Bank retains a lien on securities
received during the day that are subse-
quently determined to be customer se-
curities, provided that,

(A) On that day, the depository insti-
tution:
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